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recent previous notice of rate adjust-
ment (Previous Recent Average) appli-
cable to each affected class of mail and
subtracting 1 from the quotient. The
result is expressed as a percentage,
rounded to three decimal places.

(d) The formula for calculating the
partial year limitation for a notice of
rate adjustment filed less than 12
months after the last notice is as fol-
lows: Partial Year Limitation = (Re-
cent Average/Previous Recent Average)
- 1.

EFFECTIVE DATE NOTE: At 79 FR 33833, June
12, 2014, §3010.22 was amended by revising the
section heading and paragraphs (a) and (b),
effective July 14, 2014. For the convenience of
the user, the revised text is set forth as fol-
lows:

§3010.22 Calculation of annual limitation
when Type 1-A or Type 1-B notices of
rate adjustment are less than 12 months
apart.

(a) The monthly CPI-U values needed for
the calculation of the partial year limitation
under this section shall be obtained from the
Bureau of Labor Statistics (BLS) Consumer
Price Index—All Urban Consumers, U.S. All
Items, Not Seasonally Adjusted, Base Period
1982 — 84 = 100. The current Series ID for the
index is ““CUURO0000SA0.”

(b) If a notice of a Type 1-A or Type 1-B
rate adjustment is filed less than 12 months
after the most recent Type 1-A or Type 1-B
notice of rate adjustment, then the annual
limitation for the class (referred to as the
partial year limitation) will recognize the rate
increases that have occurred during the pre-
ceding 12 months. When the effects of those
increases are removed, the remaining partial
year limitation is the applicable restriction
on rate increases.

* * * * *

§3010.23 Calculation of percentage
change in rates.

(a) In this section, the term rate cell
means each and every separate rate
identified in any applicable notice of
rate adjustment for rates of general ap-
plicability. A seasonal or temporary
rate shall be identified and treated as a
rate cell separate and distinct from the
corresponding non-seasonal or perma-
nent rate.

(b) For each class of mail and product
within the class, the percentage change
in rates is calculated in three steps.
First, the volume of each rate cell in
the class is multiplied by the planned
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rate for the respective cell and the re-
sulting products are summed. Then,
the same set of rate cell volumes are
multiplied by the corresponding cur-
rent rate for each cell and the resulting
products are summed. Finally, the per-
centage change in rates is calculated
by dividing the results of the first step
by the results of the second step and
subtracting 1 from the quotient. The
result is expressed as a percentage.

(¢c) The formula for calculating the
percentage change in rates for a class
described in paragraph (b) of this sec-
tion is as follows:

Percentage change in rates =
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Where,
N = number of rate cells in the class
i =denotesaratecell i=1,2,...,N)

Ri,n = planned rate of rate cell i
Ri,c = current rate of rate cell i
Vi = volume of rate cell i

(d) The volumes for each rate cell
shall be obtained from the most recent
available 12 months of Postal Service
billing determinants. The Postal Serv-
ice shall make reasonable adjustments
to the billing determinants to account
for the effects of classification changes
such as the introduction, deletion, or
redefinition of rate cells. Whenever
possible, adjustments shall be based on
known mail characteristics or histor-
ical volume data, as opposed to fore-
casts of mailer behavior. The Postal
Service shall identify and explain all
adjustments. All information and cal-
culations relied upon to develop the ad-
justments shall be provided together
with an explanation of why the adjust-
ments are appropriate.

[78 FR 52704, Aug. 26, 2013, as amended by
Order 1786, 78 FR 67952, Nov. 13, 2013]

EFFECTIVE DATE NOTE: At 79 FR 33833, June
12, 2014, §3010.23 was revised, effective July
14, 2014. For the convenience of the user, the
revised text is set forth as follows:

§3010.23 Calculation of percentage change
in rates.
(a) Definitions. In this section:
(1) Current rate—(i) In general. Except as
provided in paragraphs (a)(1)(ii) and (iii) of
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this section, the term current rate means the
rate in effect when the Postal Service files
the notice of rate adjustment.

(ii) Seasonal and temporary rates. When used
with respect to a seasonal or temporary rate,
as described in paragraph (a)(2) of this sec-
tion, the term current rate means the most
recent rate in effect for the rate cell, regard-
less of whether the seasonal or temporary
rate is available at the time the Postal Serv-
ice files the notice of rate adjustment.

(iii) Exception. When used with respect to a
rate cell that corresponds to a rate incentive
that was previously excluded from the cal-
culation of the percentage change in rates
under paragraph (e)(1) of this section, the
term current rate means the full
undiscounted rate in effect for the rate cell
at the time of the filing of the notice of rate
adjustment, not the discounted rate in effect
for the rate cell at such time. For example,
if a rate incentive provides a 5-cent discount
on a 25-cent rate and the Postal Service pre-
viously elected to exclude the rate incentive
from the calculation of the percentage
change in rates, the Postal Service may
choose to begin including the discounted
rate in its calculation of the percentage
change in rates. If the Postal Service makes
that choice, the current rate for the dis-
counted rate cell will be 25 cents (the full
undiscounted rate).

(2) Rate cell. The term rate cell means each
and every separate rate identified in any ap-
plicable notice of rate adjustment for rates
of general applicability. A seasonal or tem-
porary rate shall be identified and treated as
a rate cell separate and distinct from the
corresponding non-seasonal or permanent
rate.

(3) Rate incentive means a discount that is
not a workshare discount and that is de-
signed to increase or retain volume, improve
the value of mail for mailers, or improve the
operations of the Postal Service.

(b) Calculation—(1) Type 1-A and Type 1-B
rate adjustments. For a Type 1-A or Type 1-B
rate adjustment, for each class of mail and
product within the class, the percentage
change in rates is calculated in three steps.
First, the volume of each rate cell in the
class is multiplied by the planned rate for
the respective cell and the resulting products
are summed. Then, the same set of rate cell
volumes are multiplied by the corresponding
current rate for each cell and the resulting
products are summed. Finally, the percent-
age change in rates is calculated by dividing
the results of the first step by the results of
the second step and subtracting 1 from the
quotient. The result is expressed as a per-
centage.

(2) Type 1-C rate adjustments. For a Type 1-
C rate adjustment, for each class of mail and
product within the class, the percentage
change in rates is calculated by amending
the workpapers attached to the Commis-
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sion’s order relating to the most recent Type
1-A or Type 1-B notice of rate adjustment to
replace the planned rates under the most re-
cent Type 1-A or Type 1-B notice of rate ad-
justment with the corresponding planned
rates applicable to the class from the Type 1-
C notice of rate adjustment.

(c) Formula. The formula for calculating
the percentage change in rates for a class de-
scribed in paragraph (b) of this section is as
follows:

Percentage change in rates =
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Where,

N = number of rate cells in the class

i=denotesaratecell i=1,2,...,N)

Ri,n = planned rate of rate cell i

Ri,c = current rate of rate cell i (for a Type
1-A or Type 1-B rate adjustment) or rate
from most recent Type 1-A rate adjust-
ment for rate cell i (for a Type 1-C rate
adjustment)

Vi = volume of rate cell i

(d) Volumes—(1) Obtaining Volumes from bill-
ing determinants. The volumes for each rate
cell shall be obtained from the most recent
available 12 months of Postal Service billing
determinants.

(2) Permissible adjustments. The Postal Serv-
ice shall make reasonable adjustments to the
billing determinants to account for the ef-
fects of classification changes such as the in-
troduction, deletion, or redefinition of rate
cells. The Postal Service shall identify and
explain all adjustments. All information and
calculations relied upon to develop the ad-
justments shall be provided together with an
explanation of why the adjustments are ap-
propriate.

(3) Basis for adjustments. Whenever possible,
adjustments shall be based on known mail
characteristics or historical volume data, as
opposed to forecasts of mailer behavior.

(4) Adjustment for deletion of rate cell when
alternate rate cell is not available. For an ad-
justment accounting for the effects of the de-
letion of a rate cell when an alternate rate
cell is not available, the Postal Service
should adjust the billing determinants asso-
ciated with the rate cell to zero. If the Post-
al Service does not adjust the billing deter-
minants for the rate cell to zero, the Postal
Service shall include a rationale for its
treatment of the rate cell with the informa-
tion required under paragraph (d)(2) of this
section.

(e) Treatment of rate incentives. (1) Rate in-
centives may be excluded from a percentage
change in rates calculation. If the Postal
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Service elects to exclude a rate incentive
from a percentage change in rates calcula-
tion, the rate incentive shall be treated in
the same manner as a rate under a nego-
tiated service agreement (as described in
§3010.24).

(2) A rate incentive may be included in a
percentage change in rates calculation if it
meets the following criteria:

(i) The rate incentive is in the form of a
discount or can be easily translated into a
discount;

(ii) Sufficient billing determinants are
available for the rate incentive to be in-
cluded in the percentage change in rate cal-
culation for the class, which may be adjusted
based on known mail characteristics or his-
torical volume data (as opposed to forecasts
of mailer behavior); and

(iii) The rate incentive is a rate of general
applicability.

§3010.24 Treatment of volume associ-
ated with negotiated service agree-
ments.

(a) Mail volumes sent at rates under
negotiated service agreements are to
be included in the calculation of per-
centage change in rates under §3010.23
as though they paid the appropriate
rates of general applicability. Where it
is impractical to identify the rates of
general applicability (e.g., Dbecause
unique rate categories are created for a
mailer), the volumes associated with
the mail sent under the terms of the
negotiated service agreement shall be
excluded from the calculation of per-
centage change in rates.

(b) The Postal Service shall identify
and explain all assumptions it makes
with respect to the treatment of nego-
tiated service agreements in the cal-
culation of the percentage change in
rates and provide the rationale for its
assumptions.

EFFECTIVE DATE NOTE: At 79 FR 33834, June
12, 2014, §3010.24 was revised, effective July
14, 2014. For the convenience of the user, the
revised text is set forth as follows:

§3010.24 Treatment of volume associated
with negotiated service agreements and
rate incentives that are not rates of gen-
eral applicability.

(a) Mail volumes sent at rates under a ne-
gotiated service agreement or a rate incen-
tive that is not a rate of general applica-
bility are to be included in the calculation of
percentage change in rates under §3010.23 as
though they paid the appropriate rates of
general applicability. Where it is impractical
to identify the rates of general applicability
(e.g., because unique rate categories are cre-
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ated for a mailer), the volumes associated
with the mail sent under the terms of the ne-
gotiated service agreement or the rate incen-
tive that is not a rate of general applica-
bility shall be excluded from the calculation
of percentage change in rates.

(b) The Postal Service shall identify and
explain all assumptions it makes with re-
spect to the treatment of negotiated service
agreements and rate incentives that are not
rates of general applicability in the calcula-
tion of the percentage change in rates and
provide the rationale for its assumptions.

§3010.25 Limitation on application of
unused rate adjustment authority.

Unused rate adjustment authority
may only be applied after applying the
annual limitation calculated pursuant
to §3010.21 or §3010.22.

§3010.26 Calculation of unused rate
adjustment authority.

(a) Unused rate adjustment authority
accrues during the entire period be-
tween notices of Type 1-A and Type 1-
B rate adjustments. When notices of
Type 1-A or Type 1-B rate adjustments
are filed 12 months apart or less, the
unused rate adjustment authority is
the annual unused rate adjustment au-
thority calculated under paragraph (b)
of this section. When notices of Type 1-
A or Type 1-B rate adjustments are
filed more than 12 months apart, un-
used rate adjustment authority is the
sum of the annual unused rate adjust-
ment calculated under paragraph (b) of
this section plus the interim unused
rate adjustment authority calculated
under paragraph (c)(2) of this section,
less any interim unused rate adjust-
ment authority used in accordance
with paragraph (d) of this section.

(b) When notices of Type 1-A or Type
1-B rate adjustments are filed 12
months apart or less, annual unused
rate adjustment authority will be cal-
culated. Annual unused rate adjust-
ment authority for a class is equal to
the difference between the annual limi-
tation calculated pursuant to §§3010.21
or 3010.22 and the actual percentage
change in rates for the class.

(c)(1) When notices of Type 1-A or
Type 1-B rate adjustments are filed
more than 12 months apart, annual un-
used rate adjustment authority will be
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